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I. 


These instructions have been prepared by the technical departments of the State 
Central Administration for Statistics with the support of the Finance Department 
for the guidance of local organs in .the preparation of financial reports. Any 
questions and/or criticisms sliould>e., addressed to the technical departments of 
the State Central Administration for Statistics. 

The Importance and Purpose of Financial Reporting 

The possibility and necessity of regulating the economic activity of socialist 
enterprises derives from the social (gesellsch^tlich. ..) ownership of the means 
of production and from the planning of the state economy. 

Financial rexxDrting is an important tool in regulating economic activity, and is 
defined as follows: "The prescribed method, scope, and periodicity of transmitting 
index figures derived from the industrial accounting system, expressed in 134 , suit- 
able for controlling the implementation of the plan, and for consolidation in the 
overall financial statement (Gesamtabrechnung).**(Kresse-Geissler) . 

Financial reporting facilitates control of the financial section of the state 
economic plan and enables the central and local organs of the state apparatus to 
survey the economic processes within their administrative domain. At the same 
time, the evaluation of financial reports represents an important basis for economic- 
political measures. For instance, the analysis of the development of production 
costs in the enterprises, of the report on utilization of the wage fund, and of 
other entries in the financial reports are fulcrums for the application of certain 
policies. 

The purposes of financial reporting are: 


1 . 

2 . 

3. 

4. 

5 . 


Verification of inventories of materials and financial resources. 
Computation of commodity production 
Computation of costs and proceeds 

Computation of production cost reduction (Sebstkostensenkung) and 
turnover figures 

Computation of the utilization of the wage fund# 


The entries in the financial reports are obtained from the enterprise accounting 
system (betriebliches Rechnungswesen) . The enterprise acco\inting system reflects 
the actual economic processes in the enterprise by values (Wertform) . The quality 
^ the financial report depend,s directly upon l^he quality of the accounting system. 
The regulations pertaining to financial reporting by the individual economic sectors, 
and the ’Decree Concerning Bookkeeping and Accounting by Nationalized (volkseigene) 
Industrial Enterprises," dated 29 September 1955 . form the legal basis for financial 
reporting. 

As of 1958, the responsibility for financial reporting rests chiefly with the State 
Central Administration for Statistics. This will result in new and important tasks 
for the Bezirk and l^els offices of the State Central Administration for Statistics. 
The present explanation supplements the guides for Financial Reporting, published 
by the technical departments (Fachabtellungen) . They must be on file at the Kreis 
offices, and refer to the financial section of the following documents in par^TcuTar: 

1 . Guide for the Centrally Administered Nationalized Industries, in the 
Preparation of Industrial Reports for I958. 

2 . Guide for the Nationalized LoceG. Economy - industry/ traffic 

, S-E-C-R-E-T , 
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3 . Report on Cons;truction for 19.59 , 

Financial Reporting by Nationalipd Wholesale Trade Organizations (GHK - 
Grosshandelskohtoi^j and Finanpi'ai Reporting by Nationalized Retail Trade 
Organizations (HO - Handelsorganisation) (Enclosure to Booklet 3/58 in 
Ordinances and Communications (Verfuegungen und JMitteilungen) of the Ministry 
of Trade and Supply) . ' 

II. The Most Important Computations (Relatlonen) Derived From the Financial Report 
1 . Industry ^ 

The State Central Administration for Statistics is faced with new tasks^ 
since the rejwrting system has been put under central administration. As 
of 1958 , financial reports on nationalized industry^ will also be prepared 
through the statistic^ apparatus. 

As a result, officials (MLtarbeiter) will be interested in turning their attention 
to the accounting system of the nationalized industry. In this connection we recommend 
first a study of I^phiet No 7 of the series entitled Wirtschaftspraxis (Economic 
Practice), published 'by the Die Wirtschaf t publishing house in Berlin. This pamphlet 
contains an outline of the accounting system of the nationalized industrial enter- 
prises with explanatory text and -contains instructions for accounting methods . Also 
recommended, is the study of the regulation governing the accounting methods and 
accounts reporting by nationalized industrial enterprises, dated 29 September 1955, 
in Part I of GBL ( Gesetzblatt, Legal Gazette) No. 92, of 31 October 1955* ^ 

Accounting System of Industrial ^terurises -- Introduction, by Kresse-Geissler, 
published in 1957 by Volk und Wissen, Berlin, presents a good survey of the enter- 
prise accounting system. 

The following is designed to help officials of the statistical apparatus understand 
the economic relationships and financial techniques which underly the specified 
computations. Questions concerning any uncertainties on their part, or suggestions 
which refer to financial reporting should be directed to the Central Office, Main 
Department &r Industry. 

The financial reporting system contains the most important index figures of the 
financial activities of enterprises. An enterprise can fulfill its financial .tasks 
only if its products meet the necessary quallfc'y requirements, and if it sells them 
as well. For instance, while the amount of a product manufactured is of prime 
interest in reports on production, the amount of a product which has been sold (Line 1: 
Proceeds from the sale of goods produced) (Absatzj d^Warenproduktion) forms the start- 
ing point for financial reporting. The sale of products directly determines whether 

(a) the means used by the enterprise for the manufacture of its ’products 
will flow back; 

(b) the centralized net income, in the form of production taxes will flow 
into the state budget; 

(c) the enterprise will be able to realize a profit. 

If the enterprise fulfills its production plan, but not its sales plan, the result 
will be a considerable reduction of. the net income of the enterprises and of society. 
For this reason, the index figures which are based directly on the sale of the pro- 
ducts, are of ‘great significance in financial reporting. 

, S-E-C-R-E-T 
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First Computations (Relation)! : 

Proceeds from the sale of goods produced 

Production and excise taxes ( Verbrauchsahgaben) 

i" Changes In the inventory of finished products at enterprise prices 

=: Production of goods at actual enterprise prices (during the reporting period) 

In this connection, the starting point is the computation system which is valid 
for the individual product: 

Basic expenses (Grunditosten) 

■^ Departmental expenses (Ahteilungskosten) 

s Departmental expenses 

4 u Enterprise overhead and other overhead expenses (Gemeinkosten) 

5 Prime production costs (Produktionsselhstkosten) 

4 ^ Sales costs (Absatzkosten) 

s? Total prime costs (f G©samtselbstkbdtSh)0 

^ Net income of the enterprise 

s Enterprise price (Betriebspreis) 

4* Production and excise taxe s 

^Industry sales price ( Industrie^bgabepreis) 

The concepts of "Basic Expenses," "Overhead Expenses" (Grvnd-, Gemeinkosten), etc., 
are defined in the decree mentioned on page 1, and in the above-mentioned book. 

This price structure indicates first of all that the enterprise price of the product 
is obtained from the industry sales price: of the product by deducting the production 
and excise taxes charged to the product, from the industry sales price. The above 
data is also required in this computation since "Proceeds From the Sale of Goods 
Produced" means that the goods which have been sold are to be reported at actu al 
industry sales prices. 

i ' ; 

However, since the ’*p*roduction of floods at Actual Enterprise Prices" does not list 
the goods sold, but only the goods produced .during the report period, the changes 
in the inventory of finished products at e^terpriq^ prices must also be considered. 
This is done by adding ,the increases in the inventory of finished products to the 
proceeds from the sale of goods produced, while decreases are deducted from the pro- 
ceeds. In the latter case earnings from the sale of products which have been produce 
outside the report period are included in the proceeds from the sale -of -goods -pro- 
duced figure. Since only goods produced during, the report period are to be included 
in this case, the decreases in the inyeatbry of finished products have to be deducted 
from the proceeds. 

. ^fe^^C-R-rE-T^ , 
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The concept , "Proceeds From the Sale of Goods Produced" has been outlined clearly 
in the. Guide for Financial Reporting. In this case it is essential that, when 
including internal consumption in investments and general repairs, the actual 
industrial sales prices are reported for the goods produced which have been sold. 

Only when this is taken into consideration will the computation be correct. 

Second Computation ; 

D epreciat ion + consumption of materials ^ consumption of outside services + wages 
social contributions 4- other types of expenditures » expenditures of the enterprise. 

In category 3, all expenditures of the enterprise, with the exception of those 
charged to the accounts of group 73 ("Other Expenditures Which do not Enter Int> Prime 
Costs of the Product" - extraordinary' bar^ interest, penalty payments for delays, 
contractual penalties, rental ^.e Qiharges, etc.), must be indicated in the individual 
accounts according to the manner of their accrual , and are to be reported by types of 
expenditures. When all these entries are added up, the final figure must show the 
total expenditures of the enterprises. 

Expenditures arise only through depreciation, use of materials, use of manpower. 

In addition to these three items there is also the expenditure group (Kostengruppe) 
called "other types of expenditures." which, for technical accounting 
(abrechnungstechnischen) purposes, is not included in any of the first three groups. 

Third Computation : 

Expenditures of the enteiT)rise: 

— Expenditures which do not enter , into the prime production costs 

i Changes in the, inventory of unfinished products at prime production costs 

.sTotal prime production costs during the reporting period 

Not all of the expenditures which are incurred. by the enterprise and which are posted 
in category 3 enter into the prime costs of products. Some of the reasons for this • 
might be: 

(a) Not all expenditures covering the care of workers are charged to production 
costs. For example, the enterprise kitchen i^ financed from the workers’ 
food money and from the cultural -social fund. 

(b) The occurrence of so-called prepayments (Vorleistungen) . These are expendi- 
tures which can only be charged to the products at a later period. This 
concerns primarily the means for research and development which are designed 
to aid in the development of new products and’ their intended conversion to 

..i production. .Such prepayments are incorporated at a later period. However, 
they will have to be covered by a special fund at the time they arise. 

The specific expenditures which may be included in this category are explained dn the 
guides. The accounts of group 73 do not belong in this category since they are not 
included in the enterprise expenditures, i.e. , in category 3* The enterprise expendi- 
tureay- minus'' the' expenditures which do not enter into the prime production costs, 

^ Note : Standgelder 

S-E-C-R-E-T 
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include all production expenses incurred during the report period, regardless of 
whether or not production of these goods has heen completed. However, since only 
the tptal prime costs for the goods produced during the report period are to be 
reported, the changes in the inventory of unfinished products at prime production 
costs (the unfinished products are assessed in this manner) must be taken into 
cons ideration. 

Therefore, in order to arrive at the total prime production cost of a commodity 
the costs incurred in increasing the inventory have to be deducted from the enterprise 
expenditures, while decreases in the inventory of unfinished products have to be added 
to the enterprise expenditures. This will become clear when it is realized that the 
enterprise expenditures — aside from those expenditures which do not enter into 
the prime production costs -- can be made good in only two ways: either in the pro- 
duction of commodities, or in increases in the inventory of unfinished products When 
there is a decrease in the inventory of unfinished products -- at a given volume of 
enterprise expenditures — the total prime production costs hav^ to exceed the enter- 
prise expenditures by that amount. On the other hand, when there is an increase in 
the inventBry of unfinished products, the total prime costs of the (finished) products 
have to be less than the enterprise expenditures by the. amount of these inventory 
increases. | 

The following distinction has to be made between two types of prepayments; 

(a) Those which occur currently, but which can be incorporated in the products 
only during a later report period, and which have to be financed from a 
special fund during the ^urren;^ report period. 

(b) Those which occurred during earlier periods, but which are incorporated 
in the prime production costs during the current report period, since the 
products developed with the aid of the prepayments (means for research and 
development) have been transferred to current production. 

Since the prepayments specified under (b) must be reported in the total prime productio 
costs, but are not included in the expenditures of the enterprise, allowance has to be 
made for them in those expenditures which do not .enter into the prime production costs. 
This is done by entering as prime costs for accounting purposes, the difference between 
the prepayments listed under (b) and the prepayments listed under (a) as well as the 
remaining types of expenditure^ > which do not enter into the prime production costs. 

Example: 100 prepayments under (a) 

70 remaining types of expenditures 


60 prepayments under (b) 


Those prime costs which do not enter into the prime production costs araou.ht’ to 110. 
This amount of 110 is to be deducted from the expenditures of the enterprise 
(category 3). 

The above example shows that, in special cases, the expenditures of the enterprise 
reported in line 10., are to.be added. This is done when the prepayments listed under 
(b) are relatively high. 

S-E-C-R-E-T 
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100 

prepayments under (a) 

-f TO 

remaining types of expenditures 

170 

prepayments under (b) 

-190 




This amount of 20 is to be added to the expenditures of the enterprise. The latter 
case was referred to in Mitteilungsblatt 7/2?^ paragraph 3. As a rule, this case 
will occur only in seasonal enterprises ( sugar industry) . 

Fourth Computation ; 

Total prime production costs: 

i Changes in the inventory of finished products at total prime costs 
^ Total prime costs of goods sold. 


The "total prime production costs" ref er to goods produced during the .■ ... . e 

report period. To arrive at the "total prime costs of goods sold," the changes in. 
the inventory of finished products at total prime costs have to be taken into considera- 
tion. 

As in the case of the third computation, in the fourth computation increases in the 
inventory also have to be deducted from the amountracquired (Bezugsgroesse) , .and 
decreases in the stock have to be .added to the amount acquired ( in this case, to the 
total prime costs of goods produced) . 

The fourth computation requires that in continuing accounting (Fortrechnung) the total 
prime costs of goods sold must be derived from the total prime costs of good produced . 

When apportion of the goods produced during a specific report period is sold, the 
other portion must be on hand as inventory of finished products. .This means that 
when the Inventory of . finished .products is deducted from the goods produced, the dif- 
ference must represent the goods produced which have been sold. 

In the following example, it is assumed that during the reporting period products were 
also sold which had been produced during an earlier period, and which had been on hand 
as inventory at the beginning of the Veport period. This inventory thus increases 
the amount of products which have been sold, and, therefore, has to be added to the 
total prime production costs. 

Example: 100 Total prime production costs 

— 15 Inventory of finished products, valued at toal prime costs at 
the end of the report period 

-|- 10 Inventory of finished products, valued at total prime cods at 
the beginning of the report period 

95 Total prime costs of goods produced which have been sold 

The actual amount of -5 used in the example, precisely represents :the amount of the 
change in the inventory ( -15 + 10» -5)» 


. S-E-C-R-E-T 
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Although the different problems of inventory changes were already discussed in 
connection with the individual computations^ an additional example in connection 
with the first computation should make the point clear. In the fourth relation, 
one step was taken from the goods produced to the goods sold; in the first relation, 
however, one has to arrive at the goods produced from the goods which have been sold. 


Example ; 


Proceeds from the sale of products (sold .at industry sales 
prices) 

Production taxes 

Inventory of finished products at factory prices at the 
end of the report period 

Inventory of finished products at factory prices at the 
beginning of the report period 


110 Goods produced at factory prices 

Apart from the production tax, an amount of +5, representing the inventory change 
(i-lT- 12i-h5), is taken into consideration. In this case, it represents an addition 
to the inventory, (inventory at the end of the report period was 1?; inventory at the 
beginning of the reporting period was 12) . Therefore, in the first computation an 
increase in the inventory has to be added and .a decrease in the inventory has t) be 
deducted, while in the third and fourth computation the reverse procedure has to be 
used, for the following reasons: 

In the third and fourth computations the following procedure was used: 

- Inventory at the end. of the report period ' 

Inventory at the beginning of the report period; 

while the opposite procedure was used in the first computation: 

-f Inventory at the end .of the report period . 

-Inventory at the beginning of the .report period. 

Why are Accounts 8l "Results of Balancing the Productio n Accounts" (Pr oduktionskonto s ) 
and 83 "Results .of Balancing Internal Consumption" (EigenverbraL ch). Considered in the~ ~ 
Total Prime Costs (Gesamts^ilhstkosten) of the Goods Sold ? 

1. Regarding Account (Konto) 8l: 

The enterprises may evaluate their . unfinished and finished products at actual basic 
costs and planned overhead costs (Plan-Gemeinkosten) , or entirely at plan costs. In 
such cases the following would occur: 

The actual expenditures are reported in the expenditures of the enterprise and in the 
total prime production costs-since only actual expenditures (with the exception of the 
accounting prices for materials) are entered in the "Types of . Expenditures" accounts 
of category 3, while the actual basic costs and planned overhead costs or plan costs 
of the finished products are .entered in the total prime costs of goods sold (account 
605). The relations thus can no longer be correct. In order to prevent this, the 
difference between actual costs and plan costs, or actual basic costs and planned 
overhead costs — specifically, .account 8l -- is included in the total prime costs 
of the goods produced which hav® been sold . The total prime costs of the goods sold 
are thus reported at actual cost-. 

S-E-C-R->E>T , 
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2. Regarding Account 83; 


This account i$" included in the total prime costs of the goods sold because it is 
necessary that internal consumption (Eigenverbrauch) of investments and general 
repairs be taken into consideration in the proceeds, in commodity production, and 
in the total prime costs of the goods sold. This internal consumption is already 
included in the expenditures of the enterprise . (and thus also in the total prime 
production costs), since it is picked up in the "Types of Expenditures" -accouiits 
of category 3 * 


Fifth Computation : 

This entails adding up all accrued proceeds to obtain the total. Enterprise proceeds 
are: 


Proceeds from sales 
plus 

Other proceeds 
plus 

Proceeds from the industrial shops, 
equals 

Enterprise proceeds 

The proceeds from'' sales- are the decisive factor in thi£! case, because the enterprises 
are primarily concerned with the production of goods. It should be noted that the 
remaining proceeds are not reported as balanced accounts, but that their basis, the 
expenditures and proceeds, are shown. 

Sixth Computation : 

Proceeds from the sale of goods produced 
minus 

Total prime costs of goods sold 
minus 

Surplus profits and proceeds .which have to be surrendered 
equals 

Proceeds from the sale of the commodity 

In this case, the total prime costs of the sold goods has to be accounted for, since 
proceeds and subsequently returns, can be obtained. only from the sale of the gdrods 
produced. The returns fromT.the sale of the goods produced represent the direct 
returns from the primary activity of the enterprise, namely, the production and sale 
of products, while the enterprise returns also include other additional returns such 
as prdceeds from the activities -of the industrial shops, (industrie^aeden) 

The surplus profits which have to be surrendered can arise only in those enterprises 
which still work with estimated prices (Kalkulationspreise) per product, instead of 
fixed prices-. In this case each enterprise estimates its own price. In article 6 , 
l)aragraph 2, of the decree concerning the Preparation and Auditing of Estimates, 

Legal Gazette, Part I, No. 3Vl955^ it is stated that: "When the results of sdbsequent 
calculation turn out to be more than 3 ^ below those of the preliminary calculatiDn, the 
excess of this amount will be surrendered to the state budget. This payment (Abfuehrung 
will not be counted as part of the planned profits payment (Gewinnabfuehrung)." 

Since the returns from the sale of the goods (account . 609 ) are to be shown in such a 
mariri^r aS to preclude their being prejudiced by aspects which are for the enterprise 
either negative (for instance, legal price changes) or positive (for . instance, computa- 
tion of reserves in the prime costs where no fixed prices have been establishecj^ 

S-E-C-R-E-T . 
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accoTint 609 will show neither the surplus profits which have to he surrendered, 
(ahfuehrungspflichtigerMehrgewinn ) nor the effects of the price changes. This 
means that account 609 is to show the planned returns, i.e. they should he reported 
without being prejudiced hy those aspects which are not based directly on the good 
or poor work of the enterprise. Since the surplus profits which have to he surrendered 
are included in the proceeds f rom ihe sale of the goods, hut are not included in the 
returns from the sale, they will have to he deducted from the proceeds. 

Since accounts 8l and 83 Vere already picked up in the total prime costs of the goods 
sold they will also have to he considered in the returns from the sale of the goods. 

Additional Comments : 

1. Reporting of Prime Cost Reductions (Selbstkostensenkung) 

The planned reduction of prime costs (columns 4 and 5) is based on the planned prime 
production costs for the respective year. In balancing the 195^ accounts, however, 
a comparison with actual values will he made; 

Actual prime costs in 1957 of actual production in 195^^ and 

Actual prime costs in 195^ of actual production in 195^. 

This means that the reduction of prime costs as reported hy the enterprises can he 
affected when the enterprise shifts from the .planned combination of assortments to 
a combination which favors the attainment of reduction in prime costs. In certain 
circumstances, such a reduction of prime costs,, which can he reported when the entries 
in columns 4 and/ 7-«s^^/or columns 5 and 6 are con^ared, cannot entirely he attributed 
directly to good, work on the part of the enterprise,. 

The following course is possible in making an analysis: The comparison of the entries 
in columns 6 (columns 1-3) and 5> and/or columns 7 and 4 may he supplemented hy com- 
paring the actual prime production costs in 1957 (column 9) with the planned prime 
production costs (column 2). In this manner, a planned reduction of prime costs is 
obtained which would have arisen had the actual combination of assortments been known 
at the time the plan was drawn up,. The effect of the shifts in assortments can he 
roughly gathered hy comparing these entries with the entry in column 5. The value of 
such a comparison should not he overestimated, however, especially in view of the fact 
that it is possible that the enterprise deviates from the planned assortment in both 
directions, in which case the deviations cancel each other out. 

Example of Deviations from the Planned Assortment 


Reporting Period 1 January - 31 December 195^ 


Actual Quantity of Comparable 
Production at 

Planned Reduction 

of Prime Costs 
(state task for_. 

1958) 

Develo|)ment of Prime 

Costs (Reduction 

Increase -f*) Compared with 
1957 

Actual Prime 
Costs 

1957 

Planned 

Prime Costs 

1958 

Actual 

Prime Costs 

1958 

V 

Thousand 

DM 

Thousand 

DM 


1 

2 

3 

k 

5 

6 

7 

2,000 

1,850 

1,890 

5 

-100 

-110 

5.5 
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The following picture presents itself: 

1. Comparison of columns h and 7: The enterprise has achieved its planned 
reduction of prime costs and even overfulfilled it (5-5^ instead of 55^). 

2. Comparison of columns 1-2 with 6;. 2,000 - 1,850« I50 ^corresponds to 

It is now shown that the enterprise Votild hot have achieved its reduction of prime 
costs if the plan had been based on the actual combination of assortments. 

2 . Regarding the Total .Prime Production Costs (line 12, column 3) 

In column 3, the third and fourth computation cannot be correct, since the planned prime 
costs of the actual production must be reported in column 2 as total prime production 
costs. For this reason also, the designation "Plan through the End of the Current 
Quarter" does not apply to this line. In the other parts of column 3, reference is 
always made to planned production.. 

If production during the report period concerns only comparable production, the amounts 
posted in columns 3 and k have to agree with those in columns 2 and 3 in section 2. 

This will be the case especially in local nationalized enterprises. 

In column 3, however, the summarization of the third and fourth computation also has 
to be correct: line 9 - line lOlline lit line 13 « line l 4 . 

3* Tlie Concept *T>roduction" 

There is no agreement between the, Concept of production . in production reports and the 
concept of production in financial, reports, because iu financial reports productiCn 
includes also industrial output, non-industrial output for foreign customers' and foi' 
intern^;! investments, and general repairs. 

2. Construction Industry (Bauwirtschaft) 

f 

The above explanations concerning financial reporting in industry may serve as a guide 
in checking the material and. mathematical correctness of statements contained in 
financial reports of the construction industry (form 63), However, there are several 
peculiarities in the finances of the construction industry. These will be discussed 
below, especially since these peculiarities have not yet been sufficiently considered 
in the 1950 guides for reports by the construction industry "Financial Section of the 
Plan." These peculiarities are also reflected in se'veral bf the financial indexes and 
in their relations to each other. 


a. 


Assessment of Turnover Figures in the Construction Industry 

In evaluating the turnover figure which is entered in the financial report, one 
has to proceed from the fact that the smaller enterprises, which include for 
instance Kreis construction enterprises, as a rule attain a larger turnover figure 
than the Bau-Union enterprises, since they normally get along with smaller supplies 
of materials, and, therefore, have to meet fewer reporting deadlines (Richttage)i 
This is due to the fact that the construction ^ites of Kreis construction ent^- 
prises are located, closer to the enterprise site; that the accounts of the em&llel* 
construction projects can be balanced in a shorter period of time; and, .that loce.1 
construction materials are used to a large degree. 


S-E-C-R-E-T 


25X1 


Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 





Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 


S-E-C-R-E-T 


25X1 




b. Characterlstl^cs of Construction Prices, Compared with Price Formation In Industry 

/■ 

The fact that fixed construction prices should correspond roughly to the average 
.prime costs of iiix3ividual construction jobs during 1955 ,. was used as a basis in 
the formation of the fixed prices for rough construction (Rohbau) (key construction 
Jobs). This means that the prices were established so that they included neither 
a planned profit nor a production tax. The reduction of prime costs was to be 
-..^the only source of accumulation. As far as the . production tax is concerned, this 
regulation is still valid. Since there is also no production tax allocated to 
that part of the construction production which is evaluated at estimated prices 
(part of the production of rough constructon, plus the entire production of the 
finisliing work),; only a very small amount, composed of the tax or commercial 
goods and for industrial producton of by-products, is likely to appear in para- 
graph III, line 2. In connection with the planning of profits, however, a 
change haa occurred since the time fixed prices were introdiic^d. Since a con- 
siderable reduction of the prime costs of the construction industry has been 
possible in some areas since 1955, a change was effected, and a levy of a planned 
net profits charge (Nettogewinnabfuehrung) was iniposed on the enterprises in 
connection with the planning of prime costs. Since, the lowering of the prime 
costs is a lawful process, the profits of construction enterprises fehould Increase 
steadily on the. basis of the fixed price's. It is,, therefore, quit^.likely that 
the question of state participation in the net income of the construction industry* 
will again be examined at the proper time. It is not known at present whether a 
production tax for the construction industry will be initiated, or whether a 
decision will be made in favor of a general lowering of fixed constructtn prices. 

c. The Computations of the Financial Index Figures of the Construction Industry 
First Computation :- . 


Proceeds from the sale of CtJmmodity production at industry sales prices: 
minus 

Production tax 
plus or minus 

Changes In the inventory of the finished production at factory prices 

( Increase =-plus; decrease-=:ininus) 
equals 

Total computation production at factory prices 

In this computation there appears a peculiarity when compared with the stationary 
industry, inasmuch as the items "production tax" and •'changes. . in the inventory of the 
finished production" are of little importance. The reason for the production tax has 
already been given.. The low inventories, and thus also, on the assumption of a con- 
tinuous production, the insignificant changes in the inventory of the finished pro- 
duction are due to the fact that the products of the construction industry are utilized 
at their place of production; the function of the sale, in the true sense of the word, 
insofar as it does not concern the production of by-products, ceases thereby, Inven- ^ 
tories of finished production can accrue only when a delay occurs in the transfer of 
the completed projects -- for instance, as a result of delays in taking delivery of the 
construction project, or the customer’s temporary insolvency. 


As far as item 1 (proceeds from the sale of the commodity at industry sales prices) is 
concerned, the generalized designation "at industry sales prices," is not entirely 
applicable. Actually, part of the sold commodity, l.e., the largest part, is evaluated 
at fixed construction prices; another part at estimated prices; and only bv-nroducts 
which have been sold are evaluated at industry sales prices. ^ y P 
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Second Computation : 

Separation of planned construction production and planned production of by-products 
for third parties, from commodity production ^ T 

The production of by-products for third parties concerns, a phenomenon which is far 
more pronounced in the construction industry than in 'any other branch. In this case 
the most important item is the production of construction parts, which can also be 
taken over for other enterprises by large construction enterprises who specialize in 
this field. Repairs to machinery and equipment, which are performed for other enter- 
prises in the .r^air departments of construction enterprises, also come under this item. 

The production of by-products for internal consumption, which appears under item 5, 
has similar characteristics, except for the distinction that it is not computed at^ 
the enterprise price, but at prime costs* 

Third Computation : 

Depreciaton (including rents and leases) 
plus 

Material consumption 
plus 

Consumption of outside services 
plus 
Wages 
plus 

Social contributions 
plus 

Other types of expenditures 
equals 

Expenditures of the enterprise 

Fourth Computation ; 

Expenditures of the enterprise 
. minus 

Expenditures other than prime production costs 
plus or minus 

Changes In the inventory of the unfinished production at prime production costs 
( increase 51 minus; decrease»plus) 
equals 

• Total prime production costs 

Fifth Computation : 

Total prime production costs 
plus or minus 

Changes in the inventory of the finished production (increase -minus; decrease=s 
plus ) 
equals 

Total prime costs of the commodity sold 

The above three computations correspond to computations. 2 to 1+ cited in the industry 
section. . 

This passage will merely discuss the special characteristics of unfinished production 
in the construction Industry. The constiiictlon Industry has the characteristics of 
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long-term, single -part production. It would be wrong to conclude that the inventories 
of unfinished productionv in the construction industry are relatively high and that the 
changes in the inventories of unfinished production, therefore, are also very significant. 

The long production process requires that, an interim accounting of the services 
rendered be made. That is, the construction enterprise is paid every ten days for the 
work performed during this period. Only that part of the construction production which 
has not yet been included in this settlement is then considered unfinished production. 

Sixth Computation ; 

This computation includes the addition of all the results (items 12 »1 to 13.2) 
enterprise feturns (item l4). The mathematical relation ■ between the individual items 
is no problem in this case.~ However, it will be necessary to comment on several of the 
items. The. result from the sale of a commodity (item 12.).) is derived from the follow- 
ing calculation: 

Proceeds from the sale of the commodity (item l) (Pos. l) 
minus 

Production tax (item 2) 
minus 

Total prime costs of the commodity sold (item ll) ; 

Item 12.2 includes several result entries which should be considered typical for the 
construction industry. Before explaining these Items, it , should be pointed out that 
the sale of commercial goods and scrap metal j as well as substantiated costs 
(Nachweiskosten) and services rendered by a secondary contractor ' (Nachauftr agnehraer- 
leistungen) influence the result in a positive manner, while guaranteed work and rejects 
have a negative influence on the result. 

Substantiated costs are expenditures for which the enterprise which performs the con- 
struction work is to be reimbursed by the customer upon submission of a statement. 

They include the following: substantiated wages (Nachweisloehne) , depreciation and 
rents for construction machinery and equipment which is idle or used at a later date, 
internal and outside transportatin services for the movement of personnel, expenditures 
incurred in the guarding of construction sites by outsiders, tolls, severance payments, 
and housing allowances. 

Results from services rendered by a secondary contractor (RAN-Nachauftra^ehmerleis- 
tungen, services rendered by a secondary contractor) arise frdm the fact that usually 
several construction enterprises participate in the execution of a construction project^ 
in which case, one enterprise (the chief contractor) assumes responsibility for all 
work connected with the projects and the secondary contractor ' is not authorized to trans- 
fer parts of his order to other enterprises without the approval of the chief contractor. 
The chief contractor bears full responsibility for the work of his secondary contractors 
concerning the execution and quality of the work, observance of deadlines, reduction of 
prime costs, and other problems connected with the construction project. He may charge 
the customer two percent of the construction costs, representing expenses incurred 
in supervising the construction. 

Guaranteed work is necessary when deficiencies in the construction project^ which are 
the fault of the construction enterprise, become apparent during the period of guarantee. 
This guaranteed work has to be done by the construction enterprise without charge. The 
expenses Incurred in this connection thus lower the.:enterprise. returns . 
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long-term, single -part -production. It would te wrong to conclude that the inventories 
of unfinished production.- in the construction industry are rels^tiyely high and that the 
changes in the inventories of unfinished production^ therefore, are also, very significant. 

The long production process requires that an interim accounting of the services 
rendered he ‘made> That is, the construction enterprise is paid every ten days for the 
work performed during this period,. Only that part of the construction production which 
has not yet been included in this settlement is then considered unfinished production. 

Sixth Computation s 

This computation includes the addition of all the results (items 12.1 to 13.2) to the 
enterprise Returns (item lU). The mathematical relation between the individual items 
is no problem in this, case." However, it will be necessary to comment on several of the 
items. The result from the sale of a commodity (item 12.1 ) . is derived from the follow- 
ing calculation: 

Proceeds from the sale of the commodity (item l) (Pos. l) 
minus 

Production tax (item 2) 
minus 

Total prime costs of the commodity sold (item ll) 

Item 12.2 includes several result entries which should, be considered typical for the 
construction industry. Before explaining these Items,, it should be pointed out that 
the sale of commercial goods and scrap metal j as well as substantiated costs 
(Nachweiskosten) and services rendered by a secondary contractor (Nachauftr agnehraer- 
leistungen) influence the result in a positive manner, while guaranteed work and rejects 
have a negative influence on the result. 

Substantiated costs are expenditures for which the enterprise -which performs the con- 
struction work is to be reimbursed by the customer upon submission of a statement. 

They include the following: substantiated wages (Nachweisloehne) , depreciation and 
rents for construction machinery and equipment which is idle or used, at a later date, 
internal and outside transportatin services for the movement of personnel, expenditures 
incurred in the guarding of construction sites by outsiders, tolls, severance payments, 
and housing allowances. 

Results from services rendered by a secondary contractor (NAN-Nachauftragnehmerleis-i 
tungen, services rendered by a secondary contractor) arise from the fact that usually 
several construction enterprises participate in the execution fof a construction project^ 
in which case, one enterprise (the chief contractor) assumes responsibility for all 
work connected with the project > and the secondary contractor f. is not authorized to trans- 
fer parts of his order to other enterprises without the approval of the chief contractor. 
The chief contractor bears full responsibility for the work of his secondary contractors 
concerning the execution and quality of the work, observance of deadlines, reduction of 
prime costs, and other problems connected with the construction, project. He may charge 
the customer two percent of the construction costs, representing expenses incurred 
in supervising the construction. 

Guaranteed work is necessary when deficiencies in the construction pro ject^ which are 
the fault of the construction enterprise, become apparent during the period of guarantee. 
This guaranteed work has to be done by the construction enterprise without charge. The 
expenses inciirred in this connection thus lower the. lenter prise returns. 
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Item 12.3 -- result obtained by balancing the purchase of materials — includes the 
differences which arise, when enterprises obtain the same type of materials at differ- 
ent cost prices, and then use material accounting prices in. order to eliminate these 
differences within the enterprise. The differences between the cost prices and the 
material accounting prices (Material Verrechnungspreise) will be reported as balanced 
in item 12.3 (the same as result items 12*1, 12 . 2 , and 12 ), The item "remaining result" 
(13.1 and 13.2), under which expenditxxres and proceeds are entered separately, is an 
exception in this case, so as to let both these entries appear at their absolute level. 

Seventh Computation : 

Production of the enterprise (Betriebsergebnis) 
minus 

Contributions to the enterprise bonus fund and to the cultural and social fund 
minus 

Repayment of investment cfedlts 
equals 
Net profit 

Eighth Computation; 

This includes the breakdown of the net profit (Nettogewinn) into the following: 

(a) Planned surrender of net profits to the state budget (Haushalt) 

(b) Planned surrender of net profits for redistribution 

(c) Contributions to the. current assets fund 

(d) Contributions to the fund for the expansion of capital assets 

(e) Other uses of net profits 

(f) Surrender of net profits realized in excess of the plan 

The last two computations require no further explanation. It suffices to point out 
that the total of items c, d, and e represents the enterprise profit while item a b 
and f, together with the production tax, show the state budget accumulation. 

3 . Trade 

In explaining the financial reporting by the trade organizatons, it will be necessary 
first of all to present a survey of the system of financial reporting. 

a.. Financial Reporting by State Retail Trade Organizations (HO) 


aa. Financial reports are submitted in several Installments on various forms and 
on different dates, depending on their contents. The total scope of financial 
reporting includes six parts whose desi^ation and contents are presented below: 

1 • Financial Report -- Retail Trade Part I ' 

This report concerns the monthly balancing of the financial plan in its most important 
indexes. The report is submitted monthly in figures which accrue from the beginning 
of the year. Moreover, a report of the utilization of profits, subsidies and 
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amortizations has to be included in the repprt* Monthly statements concerning . employ- 
ment and cumulative figures regarding wages are included in this partial report. 


To facilitate a clear understanding, the connection between the most important co- 
efficients in this part of the financial report will once more be presented system- 
atically; 

Proceeds from the trade margin 
plus 

Other proceeds 
plus 

Proceeds from services rendered (for instance, garments made to order, fashion shows) 
equals 

Trade proceeds 
minus 

Trade tax 
minus 

Distribution costs (Zirkulatlonskosten) 
plus 

Remaining returns 
equals 

Returns, trade profit or loss 

' plus j ' 

Retiirns rif^m production (from Part II ) 
equals 

Enterprise returns, profit or loss 


In the guide of the Ministry of Trade and Supply^ the budget accumulation of retail 
trade (in the case of enterprises which operate on a profit “basis) is represented as the 
result of the following canputation; I , 

Trade tax 
plus 

Production tax 
plus 

Enterprise returns profit 
minus 

Rate of redemption and interest on investment and rationalisation credits Ypation- 
alisie^ungskredite) 
minus 

Contribtutions to the enterprise bonus fund, cultural and social fund. 

This specification should not as yet be regarded as final since the use of profits during 
1958 has not yet been regulated. Several items will presumably be added to the items 
which have to be deducted from the enterprise profits so that the budget accumulation 
will be considerably smaller than that presented by the above computation. 

2. Financial Report — Retail Trade -- Part II 

Part II represents the monthly balancing of the financial plan of those production 
departments which are attached to several HO enterprises (baked goods and meat products), 
in 'the most important coefficients. 

In this case the accounts are also balanced cumulatively from the beginning of the year. 
The enterprise returns (profit or loss) of these departments are carried over into the 
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financial report. Part I, of the respective HO enterprise and, together with the 
trade returns, form the enterprise returns (profit or loss), 

The production tax is also carried over from Part 11 into Part I, so that the budget 
accumulation of the enterprise may he computed in Part I. , : 

3 • Financial Report Retail Trade ^ Part III . ^ \ 

The monthly t^port concerning the financing Of current funds arid funds for credits 
(Kreditdeckung) is presented in Part III, v 

This report is required only of the enterprise itself arid of that branch of the German 
Bank of Issue (Deutsche Notenbank) "haridlirig this business for 

enterprise, for the purpose of checking on the credits which: have been issued, in connec- 
tion with other financing transactions (through profit, crdnimitmehts;, and others). 

F^g^^cial Report -- Retail, Trade h* PQrV^I^ 

In order to obtartn; .an, insight into the work of the individual areas of the enterprisS# 
(sales centers,~rendering of services* etc^) the trade prepare a breakdown 

of the circulation costs every 3 months in Part IV (which is contained in Part I as a 
total figure only, with a few items providing breakdowns 6f the figures) according to 

(a) areas and; (b) types pi; expenditures*. In addition, the remaining returns (which 
are only reported in a lump hum in Part I ) are broken down in Part IV. 

The following is required for the consolidation (Konzentrat ion ) of Part IV: 

(a) The total expenditures of the individual areas (Bereiche) , 

(b) I’he breakdown of the total distribution costs of the enterprises collectively 
according to types of expenditures 

(c) The remaining expenditures and remaining proceeds of the enterprises accord- 
ing to the organization provided for by the accounts plan ((Ko tenplan) . 

5. Financial Report Retail Trade -- Part VI^ . : . " . 


Part VI shows the development of the enterprise fund* This, part is divided into 3 
sections: ■ 

Section A - capital assets fund 

Section B - current assets, fund 

Section C - .report on the develO^eritvof the enterprise bonus fund and the cultural 
and social fund# 

Semi-annual reports are submitted regarding pertito items of .Section A, and regarding 
all items of Section B. The items in Section C are included^ in the report only once, 
i.e., at the end of the year. 

6. Financial i^eport --Retail Trade — Part VII 

■i^nee annually, at -the end of the year, all entei^rlses compare all their assets (Aktiva) 
with the corresponding liabilities ( Passive) in their financial statement. 
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■blD. Practical and Mathematical y:ferific&tlon of Flaatj’blal itetpdrtln^ and the Meeuiltig 
T 7 f -geygral- Index Figures (Kennzlf fern) 

The Ministry of Trade and Supply (Mlnlsterlum fuer fiahdel Versorgung) has already 
“tasued— a •crulde"noncernlnor' financial renortlng* , Since the v employees of the State 
Central Administration pf Statistics ($taatltche Zentralverwaltung fuer Statlstlk) 
at Bezlrk and Krels levels have had little, contact with; financial reporting up to 
now, additional suggestions which go beyond the scope of this guide, are presented 
xegarding—bh^ practical and mathematical verification*;; 1^8 Is al^ because 

the terminology does not, always give a cle^r indlGatlori of the substance* The sub- 
stance of the explanations by the Ministry of Trade and Supply will not be repeated 
here; It will, therefore, be necessary to ^udy these explanations thoroughly* 

Concerning the “financial Report -- Retail Trade -- Part I . ■ 

In checking the entries in the report, It should be noted that the report Is presented 
in figures which accumulate monthly. It thus pillows that; the actual figures shown 
in columns'- 5 of the lines No. .1 to 8,41 and ^^^1 must be higher during the succeed- 
-Ing- month thaii-those of the preceding month. 

Positive, as well as negative, figures may appear in line 9, showing the remaining 
'returns'; since "remaining expenditures" and "remaining proceeds.^ are here reported as 
'balanced. The specific relation to the preceding month will be established by adding, 
or subtracting, the monthly amount shown in column 8 . . 

Example: . 

Line 9> column 5> for February, shows , -f 100.00 

coltpn 8 (representing the returns , 

for February only) v — I 5 O..QO 

Line 9, column 5, consequently must show, for 

the month of January, an amount of ’ ^250.00 

For a closer examination of the index "remaining returns," Jits concrete substance will 
'be explained r in* addition, it is also pointed out that in this case "remaining proceeds" 
"and-Vemaini-ng-expenditures" are reported as balanced* . 

r. 5 '■ 

The remaining proceeds (Uebrige Erloese) are the following: 

Interest on delayed payments (Verspaetungszinsen) , 

Fines for contract violation (Konventionalstrafen) , 'i. 

Demurrage charges which are carried forward (welt erber^chnete Standgelder) 

Inventory surplus, differences ( Inventur -Plus -Differ enzen) 

Extraordinary 'kitchen production profits (Aussernormaler Kuechen-:^roduktionsgewinn 
Cash-«urpluB -differences (Kassen-Plus -Differ enzen) . 


Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 




Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 




Proceeds froni sccowits r^ceiv-ttlDle end payaT^le wh^ch.liave. 136^11 wri'fc'fcen off 
^AlDgeschriebene Forderungen \and Verbiridlichkeiten) 

Surpluses v 

Deferred assets ( literally.: proceeds not confined to repor*t period s Periodenfremde 
_^*|brl6ese) 

The remaining expenditvires may consist of the following: 

Interest on delayed payments (Verspaetungszinsen) . 

Fines for contract violation and disciplinary fines (Conventional- und 
Ordnungsstraf en ) 

Interest claimed on overdue hank e^dd its (Eirisenf^^ Bankkredite 

auf Forderungen) 

Default payments (Verzugszuschlaege) 

Demurrage charges (Standgelder) 

Inventory-minus -differences in the sphere of hasic and btlTirtnt operating funds 
(Grund- und Umlaufmittelsphaere ) 

Cash-minus-differences (Kassen -minus -Differenzen) ^ 

Debts which have been written off 

Price reductions For ./over ripe -V fruits and vegetables 


Other remaining expenditures ' ■ 

Regarding lines 10.1 to 12.2 and l4, reference is made to the Ministry of Trade and 
Supply guide, page 7.* 

The comparative figures (Beziehungszahlen) which are computed in columns h and 6, 
must be recomputed after each compilation of several report 8 y;/ 

For several items in column 8, the realization of the qu,ota for the preceding month 
is to be shown in percentages. To compute these percentage figures, the following 
preliminary work is necessary: 

Value reported in Column 3 of the current monthly report 
minus 

Value reported in Column 3 of the report of the preceding month 
equals X ‘ 


- Value reported in Column 5 of the current monthly reJ)oft \ 
minus 

Value reported in Column 5 of the report of the preceding month 
equals Y 


Y X 100 
X 


for Column 8 of the current monthly report. 
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The monthly fulfillment is reported only by enterprises which are required to 
submit reports. The entry reported in column 8 is omitted in all of the compilations 
with the exception of line 9* Also, the annual realization in column 9 can be entered 
only by the enterprises; a consolldatlnn (Konzentration) is not possible. 

The utilization of profits, subsidies and amortizations is to be reported on the back 
of the report. In the explanations prepared by the Ministry. of Trade and Supply, 
pages 8 and 9, there are examples showing how this is to be accomplished and the 
manner in which it is computed. Th® i)ractlcal verification of this part can be under- 
taken only by the agencies which have jurisdiction oyer the enterprises in question. 


In connection with the statements required under lines 35 to 36.2 pertaining to employees, 
reference is made to the explanations by the Ministry of Trade and Supply, pp'9 to 11. 

Concerning the Financial Report — Retail Trade— Part II 

The figures in this report also accrue from, the beginning of the year. The informa- 
tion presented in Part I essentially applies also to columns 3 to 9. The tront page 
of Part II is divided into two sections: 

Section A - Production - Baked goods 

Section B - Production - Meat p'roducts 

Regarding Section A 

With the exception of the values listed in lines 2.6 and Utb 13.2 -the values as shown 
must increase from month to month. The change in':' line 2 shows 
the change in the final Inventory (Endbestand) oi^f^ unfihfh^ finished 

products, compared with the starting inventory (Anfangsbestaiid) of the current month. 


Example : 

On 1 January 
On 31 January 

Change in the January inventory 
On 28 February 

Change in the February inventory 


Unfinished Products 

5.000 DM 

3^000 DM (•2,000) 

3.000 DM 

5.000 m (f2,000) 

-1,000 DM 


Inventory of 

Finished Products 


20.000 DM 

25.000 TM (4*5,000) 

22.000 DM (-3,000) 


Since production is included in the unfinished products,, as well as in the finished 
products, the output shown in line 3 is higher than the production turnover when there 
is a positive change in inventory (rf), and is lower when there is a negative change in 
inventory (’•). 

The "remaining proceeds" are shown as balanced here, the same as in the Financial Report, 
Part I . ? , 

Regarding Section B : 


The statements made in Section A also apply to this section. In addition, the excise 
levied against the production and paid to the state budget is ireported in line No. ik. 
Since a double price standard still exists for meat and meat products, the excise which 
is included in HO prices is not included in the production tajc, but is collected sepa-r 
rately and charged against production. 

■ S-E-C-R-E-T ^ 
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Concerning the Financial Report -- Retail Trade -- Part HI 

Since this part is not controlled or compiled by the Statistics Office, it does not 
come within the scope of these Instructions. 

Concerning the Financial Report -- Retail Trade »» Part IV 

This report is submitted every 3 months. The enterprises report pii DIN (Deutsche 
Industrienorraen;( German Industrial Standards )) fom/A 3 * PIN fom/A 5 has been prepared 
for use -at a Kreis and/or at Eezirk level. 

When -ttfe report data of the entei^rises is checked, attention should be paid to the fact 
that the following items of Part IV must agree with the data In Part I and II, which are 
submitted on the same date: 



Part 

Line 

Col\min 


Part 

, Une 

Column 

1. 

'IV 

6 

20 

must with 

j 

8.1 

3 

2. 

IV 

6 

21 , 

II 

1 

8.1 

5 

3- 

IV 

11 

20 

, If ■ ■ 

1 ' 

:,y'8'. 

3 

k. 

IV 

11 

21 

*• 


8 

5 

5- 

IV 

6 

23 

u 

II 

•: lo'.i 

3* 

6. 

IV 

6 

24 


II 

10,1 

5* 

7- 

IV 

11 

23 

11 

II 

10 

3* 

8. 

IV 

11 

24 

II . ■ 

II 

10 . 

5* 

9. 

IV 

11 ^ 

- 12 

II 


8.3 & 
Q.k 

3 

10. 

IV 

11 . 

13 

, It/, . 

^ ; ■ 1- ^ ^ 

8.3 & 

■ 8.4 

5 

11. 

IV 

Breakdown 

of the remaining returns 


1 ■ ■ 


Total 

of the 

remaining expenditures) 






minus ) with 19 5 

Total of the remaining proceeds ) 


* Section A and B 

The enterprise report data at the Krei s and/ or Be:aLrk level are totalled on DIN form/A 5. 
In this case, only the total expenditures of the various areas are carried over as follows: 

S-E-C-R-E-T 

I • 25X1 


Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 




Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 


From the Report Sheets 
Line 11, Column 3 


To the Compilation Sheet (Konzentrationshlatt) : 


Line 1;1 Column 3 


and so forth, up to 

Line 11, Column 20 


Line 6 Cplum^ 3 


The breakdown of the types of e^enditures on the compilation sheet represents the total 
of columns 20 and 21; lines 1 to 12, obtained from the report data of the enterprise. 

The realization/percentage shown on the compilation sheet (column 5) and the comparative 
economic figures (Beziehungszahlen) (column 6) of the enterprise have to be computed as 
follows; ■ ' • ■ ' 

For column 5 per line 

' -I ' , - ’ 

Value from Column 4 x 100 

Value from Column 3 . . S 

For column 6 (for example) 

Value from Column 4 , line 1.1k 100 
Value from Column 4 , line 6 

The reverse side of the compilation sheet lists the total of the breakdown of the 
remaining returns obtained from the report data of the enterprise^ . 

Concerning the Financial Report -- Retail Trade -- Part VI andgPart VII 

Since Part VI is only due twice a year (the first due date Is 30 June 1958); and Part 
VII is prepared only at the end of the year, the insti*uctions fo^ both these parts 
wi;j^ be issued at a later date. ^ : 

Financial Reporting by State Consumer Ck)ods Wholesale Trade Organizations (GHK*»Gross- 
handelskontor ) ' ' ' ' ’ ’ ^ 

aa. The stucture of financial reporting by the ’vdioleeale trade' organizations 

1. Financial Report -- Wholesale Trade Part I ; 

This report represents the monthly balancing of the financial plan in its most 
important indexes. In each case the report is prepared In cumulative figures which 
accrue from the beginning of the year. Furthemore, the report has to present a 

■ . ■ ■ , .'f 
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record of the commission trade transactions, and reporlj on the utilization of 
profits, subsidies, and amortizations* Moreovery, monthly staterrt^nts concerning 
the number of enqployees, and cumulative figfiil^es on ar^' included iri^''t 

report.., 

2o Financial Re^rt.ir« Whole, s^^ Trade -- JJ: . 

Part II re^T^.^nts a ninthly record concerning the commodity fin^cing plan. 

This report also contains cumulative figures starting frpm the beginning of 

.the year., 

3. Financial Report *^g^feolesale Trafl^- Part III 


A monthly record covering the financing of current assets and of funds for 
credits is presented in Part III. This .recqr^ Is required only of the enter- 
prise itself and of that branch of the German Bank of Issue (Deutsche 
Notenbank) which handles the of the enterprise, for the 

-- piirpose of checking on the credits which have been issued in connection with 
the otjber financing transactions (tJ^pugh pf of it/ obligations others) . 

4. Financial Report -- Wholesale Trade— Part IV 

In Part IV, "Breakdown of the Distribution Costs and or the Other Returns," 
the enterprises submit a survey pf the work of the individual areas of a 
wholesale trade enterprise (stocks,, interned merchandise transportation system, 
external transportation of merchandise , et c . ) eveiy 3 mCnths . 

Supervisory organs, i.e., the State Central Administration iof Statistics, 
require only, certain items from the reports , of the enteiprises for their 
compilation. 

5* Financial Report — Wholesale Trade -- Part 

Part VI shows the development of the enterprise fund* It is divided into 3 
sections, as follows: 

A ^ Capital Assets Fund 

B - Current Assets Fund 

C - Report on the Development of the Enterprise Bonus Fund, 
and the Cultural and Social Fund ^ 

Semi-annual reports are submitted regarding certain items of Section A, and 
regarding all items. of Section B* The items in Section -C are Included, in the 
report only once, i .e., at the end of the year. 

Fineinclal Report -- Wholesale Trade r- Part VIl 

At the end of th^ear all enterprises compare, their active assets with the 
corresponding Utilities in their financial statements// 

bb. Practical and Mathematical Verification of Financial Reporting and the Meaning 
of Several Index Figures 

The Ministry of Trade and Supply has already Issued; .iustrudiiDn covering finan- 
cial reporting by state wholesale consumer goods t^de organizations. The 
contents of these explanations by the Ministry of Trade;, and Supply will not be 
repeated in the present instructions. It will, therefore, be necessary to study 
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these ejqpLanations thoroughly. However, It Is necessai7 to present additional 
references which go beyond the spope of these e:q>lanations, in connection with 
the practical and mathematical verification, and regarding the substande of 
several coefficients. , 

Concerning the Financial Report Wholesale Trade Part. I 

Upon examination it should be noted that the report is presented in figures which 
accumulate monthiy. It thus follows that the actual figures shown, in, columns 3 
and 5 of lines 1 to 8, 2 and 11 , must be higher duping the ciorent reporting month 
than those of the preceding month. Positive as well as negative figures may appear 
under "Remaining Returns” (line 9) inasmuch as "Remaining Expenditures” and "Remain- 
ing Proceeds" are reported as balanced in this case. The specific relation to the 
preceding month will be established by adding or subtracting the monthly amount 
shown in Column 8. 


Example : 

Line 9> coliunn 5^ February, shows 

column 8 (representing the returns for 
February only) 

Consequently, the amount shown in lin^ column 5, 
has to be 


100.00 

1^.00 

2^,00 


In the index "Remaining Returns," remaining proceeds and remaining expenditures 
are reported as balanced. 

The following constitute remaining proceeds (Uebplge Erlpese') : 

Interest on delayed, payments 

Fines for contract violation I 

Demurrage charges which are carried forward 
Inventory minus differences from previous years 
Cash plus differences 

Accounts receivable and payable which have been written; of f 
Deferred assets 

CaliJuiated tolerance allowance on import shipments (*) 

Specific commodity changes (*) 

other remaining proceeds (*)-appliesi only to GHK Leb^^ 

The remaining expenditures (Uehrigen Kosten) include the following: (foodstuffs) 

Interest on delayed payments 

Fines for contract violation and disciplinary fines 
Interest claimed on overdue bank credits . 

S^ErC-R^E-T ^ 
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Default payments ; 

Demurrage charges 

Inventory minus differences of the current yeepr* 

Inventory plus diffe^nces ^^vious ye^s, which have settled 

Dehtij which have been written off 

Def^^d liahilities(^literally; costs not qonfined to time to time; limits - 
”Perioderifremde Kosten*^ 

Decreases in .weight and quality of Import shipments (*) 

Price reductios for perlshaible frutis ahd vege gables (*) 

Other remaining e3q)enditures 

The returns of the wholesale trade are shown in line 10.1 as a profit, or in line 
10.2 as a loss. These returns^^i’sgse composed of the 'fbllo'^ngi 

Line No . 

1. Commodity tumoyOr at sales price . V 

.minus' ' 

2. Commodity tu^over at purchase pilce 

equals 

3* Gross profits from the trade margin 
'minus 

4- Adjusted profits 
plus 

5. Remaining trade prOceeds 

.equals, 

6. Trade proceeds . 

. minus ■■■ 

7. Trade tax 

minds 

6. Circulation costs 

plus or minus 

Remaining 

equals 

10.1 Returns wholesale trade profit 

.or A • 

10.2 Returns wholesale trade loss 

The returns from commission trade are shown in line No ^ 11 . These returns may 
consist of a profit or a loss. The profit is indicated hy the p (-h), and 

the loss by the minus sign (-) . The returns in the coiun^ "Commission Trade'^ must 
agree with the returns shown in line 18, and this applies bpth to column 3 (plan) 
and to column 5 (actual). 

ThI returns in the column "Wholesale Trade" (line.No. lO.l pr 10.2) plus "Commission 
Trade" (line No. ll) show the enterprise returns "Profits^ (line 12. l) and/or ’"Loss" 
(line 12.2). 
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KennglfFer ”Budget Accumulation” (Haushaitaakkumulatipn) (line 13) is defined in 

the e3q)lanatlons by the Ministry of Tirade and Supply page 7; 

Commission trade is balanced id lin^s 14 to 

The reported values are not included in the firs-t section, Wth the exception of 
the values listed in lines l6 and l8. 

The trade tax reported in line l6 is incoipprated in t^e budget accumulation and 
entered on line 13* ; 

The comparative figures in columns 4 and 6^ must be recomputed after each 
compilation of several reports. For several items in column 8 the q^ota realiza- 
tion for the preceding month is to be shovn in percentages. The following pre- 
parations are necessary for the computation of these percentage figures: 

(1) Value reported in column 3 tf ^fae^repp^r^ reporting month 

.minus 

The value reported in col\imn 3 Of the report for month 

equals x . /O '' ;:'v 

(2) Value reported in column 5 of the report for reporting month 

minus • ■ ■' 7’ ' 

The value reported in column 5 pf the report fpr the preceding month 
:equals ; y ’ 


( 3 ) y X 100 

X 


io tor column 8 of the current report ing^ month 


The -monthly fulfillment i s reported only by those enterpil ses ,whi ch are re quired 
to submit reports. The velue in column 8 is omitted in all compilations with the 
exception of line 9 . Also^ the yearly plah realization in be entered 
only by the enterprises; there, is consolidation, (Kpnzehtratlpn) . 

The utilization of profits^ subsidiesj and amortizations iSy to be reported on the 
back of the report . The e^ll^tions by the Ministry of Trade and Supply (pp 7 and 8) 
include examples showing how this is to be accpmpl}.shed and the mariner in which it 
is computed. The practical verification of this part can be imdertaken . only by 
those organs which have Jurisdiction over the enteipri^es. .^Regarding the statements 
required in lines 37 to 39 concerning the number of employees, reference is made to 
the explanations by the Ministry of Trade and Supply^ pp 9 and 10. 

Concerning the Financial. Report --^ Wholesale Trade r* Part II . 

This part also presents cumulative figures from the beginning of the year.. Reference 
is made to the explanations by the Ministry of Trade and Supply, pp' 11 -I3. Also, 
the following peculiarities are pointed out: 

a. There has been no standardization to date .^of the commodity turnover 
of the wholesale trade office for foodstmlff s . For reason the 
average inventory, both planned (column 6)> as well as actual (column 
11), is obtained through the following formula: ' 

Original lnveritory4*Einal inventory for the current month 

7 ^' 2 ' • ■ , ■ ■■ ” ■ ■■ ■ . ■ “ 

S^£^C-R-E^T 
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b- The wholesale trade offices for industrial goods show the average 
values of the previous Jiflonth^ which hive to be computed according to 
the standardization method^ as actusa-inventoiles in column 11. The 
planned average inventory is taken from the. commodity financing plan. 
No entry is made in. column 5, since no pXai;uied fin^ inventofy^^ has 
been established for enterprises which wfh; with: a stan^ 
commodity turnover. However- the final inyentoxles are reported in 
the actu^ column (column 10) . 


c. The wholes^e trade offices for foodstuffs a^d j^^ goods 

make no enJUes on line 13- 

d- Line 15 is filled in only, by the wholesale tfadevof^ Industrie 

goods.. The values inserted ^re sub-items of linf^l^i t that 

the goods which have not yet been unpacked cilsp included in the items 
entered under returns .on lines 1 to 12. Changes dn tte prifi^^ and final 
itiyeniory. of tl^e goods which have not yet .been unpacked be reported 
under "Commodities Received” ( "Warenzulieferungeh!^)^ (cblumn 3 and/or 7) , 
as plus or minus values both planned as well as 

e - Line l 6 , "Goods in Transity” will be filled Out only by wholesale trade 
offices for foodstuff s- Goods designated as iii transit are those for 
which the enterpilse has already been billed/ but which have not yet been 
received. The statement in**d.'* above, conceiving changes ; in the original 
and the final inventory^ applies also in this. case. 

f. Only those goods which are financed, by the Germatt^^ B Issue through 

seausonal loans are .included as seasonal gbods in the balancing of the 
commodity financing pl^ (line ,18) . 

Seasonal goods are those which are produced bn a;, continuing basis, but 
which are sold by, the trade at certain periods only (ice skates)/ or 
goods which are offered by the trade at .all; tlmeSy but which are produced 
only at certain times (sugar, canned . ve get Sbles) . Seasonal goods are 
broken down into constituent Items (Davon-^ bzw. Darunterposltlonen) in 
lines 18, 1 to l8, 4. ' '■ 

g. Line 20, ”Auxillary,Material8,*^ Shows the pl«uied inventories of auxiliary 

mateiilals in columns 5 and 6, and, the actual inventories in columns 10 
and 11. The following are reported pafcking 

.material, office supplies, fuel and motor fliel>^ e^^^ 


Contrary to the retiirhs in lines 1 to 20., which 4^ 
at the GEP/A*^price— line 21 shows the^^ X^ values* 


.'i:,; • reported 


The total turnover of : the enteiprises own business transactions Is 
reported in columns 26 (plan) and .27 ( actual) returns In column 26 

have to agree with the sum pf the values listed in columns 4> .17, and 23; 
the retums in column 27 have to agree with the sW P of 

columns 8, 19, and 24. Furthermore, the i^turns.in cpliirans 2$ -and 27 have 
to agree with the Financial Report, Part I/; line. :2> column 3 and/or 5. 


k. The repoiiing dates of the. 
21 and 22. 


aave i t p be:: 11 st ed in columns 
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Conceming the Financial Report -■r Wholesale Trade . Pa^ IJI 

This part is , not controlled and compiled by the Statistics. Office; therefore, 
it will, not receive detailed treatment . 

Concerning the Financial Report Wholesale Tirade Part IV 

The enterprises submit a report eyery three months on fom DIN A fora 

DIN A 5 has been prepared for the compilatipn ^ and/of Bezirk level. 

When the report data of the eateiprises 'are checked> it should be noted that the 
following values of Part IV must agree with the data of Part I submitted on the 
same dates: 



Part 

.Line 

Column 

J. 

. Part 

Line 

CQlumn 

1. 

IV 

6 and 7 

, 21 ' 

mus V' 

I 

8.1 

3 

2 . 

IV 

6 and 7 

. ' .23 ■; 

.'It ■ ■ • 

I 

, 8 :;i 

5 

3. 

IV . 


21 

ir 

I 

8 

3 

4, 

::iv 

^3 

23 


I 

8 

5 


5. On the reverse side of Part IV, Breakdown of the Remaining Returns, the sum 

total of the remaining retu^s minus the sum total of the remaining expenditures 
must agree with Part I, lin^9^ coliimn 5.^ : ■ : ■ 

The enterprise report data at the Bezjrk level la computed on fora DIN. A 5. In this 
case, only the total expenditures of the various areaa, are carried over 


from the report sheets to , the compj lati on sheet 

Line 13, Column 3 Line l.i Column .3 

13, ” ^ ' " 1.1 k 

'* 13, ” 5 ^ . 1.2 " 3 

" 13, ” 6 V « :ll 2 ” k 

"" 15 ; ” 7 1.3 " 3 

” .13/ " Q ^ " 1.3 ” h 

and so forth, up to 

" 15, " 21 »: 6 , ’V 3 

" 13, ” 23 ^ ” 6 4 

The breakdown of the types of expenditures on the compilation -shapt represents the 
total of colximns 21 and 23, lines ,1^13, in the Actual column (column 23), 

plus line 16 from the report- data , of the enterprises . 

The fulfillment percentage which has to be ,repo3;ted on the compilation sheet (colurm 5) 
and the comparative business figures (betriebswirtschaftitchen Beziehungszahlen) 

(column 6) have to be computed according to the compilatibn, i.e., for column 5 per 
line . 


S^E~C»R~E«T 


Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A045300430001-1 




Sanitized Copy Approved for Release 2010/06/01 : CIA-RDP80T00246A04530q430001-1 




value from column 4 x 100 

value from column 3 

and for column 6: 

value from column line Ij# 1 x lOQ 
value from colvimn 47., line 6 

The reverse side of the compilation sheet lists the total . -of the breakdown of the 
remaining returns o^tdined from the report : data of the 

Concerning the Financial Report «■> Wholesale Trade and VII 

Since Part VI is due only semi-annually (the ffrst due date is 30 Jun^958), end Part 
VII is prepared only after the end of 1958, the instruqtipns for both these parts 
will be presented at a later date. 


CONCUJSION 

The above comments are essentially designed to supplement the guides to financial 
reporting by nationalized trade enterprises, ; which are contained in the Ordinances 
and omnpii cat ions of the Ministry of Trade and Supply, 3 /I 958 . Like these 
guides, the supplements are intended , to assist Kreis Offices in checking the 
accuracy of the figures contained in financial reports. 

In order to make it easier for the employees to xmderstand the ecbnorhio f^ationship 
which. is reflected in the financial report, several relations bet ween^ mOst impor- 
tant financial indexes in the field of trade are: presented: in conclhsion; this . is 
similar to that which has already been done for industry, in detail, and for the con- 
struction ..industry in condensed form. 

1 . Trade establishments obtain the commodities ,at the; industiy sales .price . Through 

their activities, such as transportation, storage,packlng> . weighing, etc. , trade 
establishments add new value to the products. r Tlxe exj^ndit^p^ of mechanical and live 
labor which accrues thereby, is covered by the trade, margin, which is broken down into 
a wholesale trade margin. The trade margin shpuld be vestimated to the extent that, 
when working well, the enterprise can use it .not only its (ILstribution costs, 
but also defray therefrom the necessary contribution^ yip tie st in the o form 

of the trade tax, and realize its planned profits. (Hpweyer, HO Kreis enterprises 

for foodstuffs frequently are barely able;. to cover their expenses from the trade margin.), 

2. Since the trade margin is related to the product on the one hand, and the distribu- 
tion costs have to be covered by the trade .margin on the other > . trade enterprises have 
a material interest in ia^rcnring their work. They benefit directly by an increase in 
turnover, and a reduction in distribution costs, since this increases their net income.. 

3 . Distribution costs . in trade correspond to prime costs /in industry. However , they 

differ from the latter in that they do not all arise put .of pfoduetldH processes since 
trade, in addition to its productive functions) also has to fulfill taiaks which are 
inherent in the composition of the commodity traded and its related money economy. Jn 
the socialist system, the share of such tasks in the distribution costs is relatively 
small, but .it will still have , to be reduced further^: Howeyer, separate accounting of 
circulation costs presents considerable difficulties, since the work of a large number 
of persons employed in trade combines both productive and =, non- productl^^e operations . 
This , is also , one of the reasons why the financial report contains no corresponding 
breafcdoiwr of distribution costs. . 

^ lJ ' • ' , : 
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4, All of the factors mentioned previously affect enterprise returns* Since the 
absolute amount of the trade mar^n depencis on the turnover volume, the amount of 
the returns is determined by three! factors : turnover volume, trade margin, and 
distribution cpsts. 

• The larger the turnover volume, the ; higher is the absolute amount of , the trade 
margin and, consequently, the retums . At the same time, as distribution costs 
drop, returns rise in direct propOi^ion. . ; ^ 
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